





The Elements of 
Safe Investment 




THE LARGEST ASSOCIATION 
OF PRIVATE INVESTORS IN THE WORLD. 


ESTABLISHED .. 1880 

Investment Registry, 

LIMITED, 

2, 3 fif 4, Waterloo Place, London, S.W. 


CAPITAL : 

Authorised ... 
Issued and fully paid up 


£400,000 

£220,312 


Directors : 

SIR JOHN ROLLESTON {Chairma}}), 

THE DUKE OF ARGYLL. 

The Riuht Hon. VISCOUNT HILL. 

The Right Hon. VISCOUNT KNOLLYS, G.C.B. 
FREDERICK LAST, Esq. 

KIRKE LATHROP. Esq. 


Managing Director: 
ARTHUR G COUSINS. Etq. 

Bankers : 

LLOYD’S BANK LIMITED. 
COUTTS 6? CO. 



INDEX 


INTRODUCTORY. Page 

Why Capital is Lost ... ... ... ... 5 

CHAPTER I. 

Investment Risks and the Remedy ... ... 9 

CHAPTER 11. 

Types of Investments ... ... ... 21 

CHAPTER III. 

The Necessity for Supervision ... ... 31 

CHAPTER IV. 

The Services of the Investment Registry. Ltd. 35 

APPENDIX. 

Investment Yield Table ... ... ... 52 

Stock Exchange Official Minimum Scale of 

Commissions ... ... ... ... 53 

Stamp Duties ... ... ... ... ... 55 

« 

Dictionary of Investment Terms ... ... 56 




INTRODUCTORY. 


WHY CAPITAL IS LOST. 

The definitions of money are innumerable, 
but possibly there are none more apt 
than Spurgeon’s famous dictum, “Money 
is like an icicle, soon found at certain 
seasons, and soon melted under other 
circumstances.” It is to the fact that 
investors still allow their Capital to melt 
away without taking any preventative 
Measures that this further addition to the 
mass of literature dealing with this subject 
is due. 

Investors are men of means, whether 
their means are large or small, and when 
we consider the manner in which these 
means have been acquired, it will not be 
difficult to see the reasons why the question 
of preserving Capital from loss is treated 
for the most part with indifference. There 
are two ways in which means, i.e., Capital, 
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can be acquired. It may be accumulated 
as the result of years of toil in some 
business or occupation, or it may be 
received as a gift, either by inheritance 
or by mere transfer from a previous 
possessor. 

The successful business man, although 
naturally industrious, will probably have 
specialised in some particular business, and 
will argue that he has neither time nor 
opportunity to study the subject of invest- 
ment. On the other hand, the inheritor 
of wealth will probably have had no 
business training, and will possess no 
inclination to worry himself about invest- 
ments. He will fail to realise the amount 
of labour which is represented by his 
accumulated wealth, and he will take no 
steps to see that it is safely invested. 

Both these types are accustomed to 
turn to their Banker or Broker, and ask, 
“ What is a good thing to buy ? ” The 
Banker or Broker, acting with the best 
possible intentions, will give his client the 
benefit of any market information which 
he may have received, but in very rare cases 
will put the very pertinent question." What 
kind of stock do you want } ” It is their 
custom to recommend the same security 
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to every type of investor, whether he 
wishes for the maximum of Capital security, 
the highest rate of interest compatible with 
safety, or increase in Capital value. 

A successful farmer will not feed his 
dairy cows on food which he knows is 
excellent for fat stock, nor will he grow 
potatoes in soil prepared for wheat. He 
will provide the most suitable food for 
each type of cattle, and sow each field 
with suitable seed. In practically every 
other walk of life this specialisation is 
adopted, but in the investment world it 
is usually assumed that the consideration 
of individual circumstances is unnecessary. 

This is probably because Stock Ex- 
change business is in comparative infancy ; 
It is barely a hundred years old, but rapid 
development and improvement are already 
taking place. The development of invest- 
ment knowledge is well illustrated by the 
recent issue of short - term redeemable 
bonds, an event which is undoubtedly due 
to the refusal of a large section of the 
investing public to place their funds in 
any of the old - fashioned— but now dis- 
credited — irredemnable debentures and 
Government Loans. 


Development 

of 

Investment 

Business. 



The Capital losses which investors 
have incurred are largely due to their 
own carelessness and blind reliance on the 
advice of others, which, though perfectly 
straightforward and above suspicion, may 
be entirely misdirected. It is with the 
object of persuading investors to think 
for themselves, and examine carefully the 
advice tendered to them, that the follow- 
ing pages have been written. It should 
be added that the author has aimed at 
brevity, but it is hoped that no essential 
details have been omitted in the pursuit 
of this aim. 



CHAPTER 1. 

INVESTMENT RISKS AND THE 
REMEDY. 

Any investor who holds the opinion Arrangement 
that satisfactory results can be attained investments, 
by a haphazard selection of investments, 
or by an intermittent and irregular 
system of supervision, is advised to dis- 
abuse his mind of this opinion at the 
outset. It is only by the most careful 
selei:*ion of investments that the risk of 
Capital loss can be reduced to a minimum, 
and the revenue-producing capacity of 
the capital employed increased to a 
maximum. 

In a subsequent seciion, the writer 
will endeavour to sketch the main features 
of a well-secured investment, but before 
coming to this point it may be as well 
to remark that .there is in existence no 
such thing as an absolutely safe security. 
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There is an element of risk attached to 
every form of investment, and it is partly 
in compensation for this risk that investors 
are able to obtain comparatively high 
rates of interest from their investments. 

Investment risks are of three distinct 
kinds. The first is that the realisable 
value of the investment may fall below 
the price at which it was purchased. The 
second risk is that the security purchased 
may fail to produce the anticipated in- 
come. The third risk is only inherent 
in the case of a purchase of partly-paid 
shares, and consists in the liability of the 
holder for future calls. 

There are, of course, certain invest- 
ments on which the interest is practically 
—though not absolutely — certain to be 
paid whatever may happen, and to this 
extent such investments may be regarded 
as being perfectly safe from the point of 
view of income. But, after all, income 
is a matter of small concern compared 
with the question of capital safety, i-e., 
the security of the capital employed from 
the risk (a) of total loss through failure 
bankruptcy, &c. ; (b) of serious diminution 
through depreciation in realisable value. 
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Of these two risks the former is generally 
appreciated by investors, but the latter, 
which is the greatest risk of all, is very 
frequently overlooked, although the loss 
incurred therefrom may be very serious. 
Experience has proved during recent years 
that immunity from this loss of capital 
cannot be attained simply by the pur- 
chase of securities with a view to their 
individual soundness. 

By way of illustrating our argument, 
we will take the case of Consols, which 
has commonly been regarded as the safest 
form of investment. In so far as the 
British Government guarantees the 
regular payment of the interest, the 
stock may be looked upon as safe so far 
as i.icome is concerned, but as regards 
capital value this is far from being the 
case, as is proved by the fact that in 
1905, Consols stood at 91, yet by the 
close of 1915 they had declined to 57, a 
loss to investors of a very large portion 
of their capital. Numerous examples such 
as this could be cited giving conclusive 
proof that not even the guarantee of 
the British Government in regard to 
interest is a .Safeguard against loss of 
capital. 


The “ Safety' 
of Consols. 
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Nor, again, does a low rate of interest, 
which at one time was regarded as the 
hall mark of a sound investment, make 
for the safety of the capital employed. 
Indeed, the reverse is usually the case, 
because when once a security, hitherto 
enjoying great popularity with investors, 
is found on comparison with others to 
be relatively unremunerative, it will be 
thrown over in favour of the latter, with 
the result that it will decline to the 
level at which it can be regarded as a 
suitable investment. The fate of Con- 
sols has shown that it is impossible to 
eliminate the factor of risk of loss by 
purchasing stocks of the highest degree 
of security. The mere fact of an 
investment being safe from an income 
point of view is insufficient permanently 
to ensure an undiminished realisable 
value. 

With these points in view, the in- 
vestor’s inclination might be to place 
his money in his strong-box or leave 
it with a bank, but the disadvantage of 
this course is that all money so hoarded 
is lying idle and produces no income. 
Consequently some method of investment 
has to be discovered. 
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Stability of the realisable value and 
adequate and regular income are essential 
to the best form of investment. To ensure 
absolutely these desiderata is of course 
impossible, because every individual in- 
vestment, however .safe it may appear 
to be, has some element of uncertainty ; 
but it is possible greatly to reduce these 
risks and to minimise their effect by 
adopting some well-defined plan, as is 
the case in every other successful venture. 
Business men conduct their affairs on a 
proved system: they leave nothing to 
chance. They adapt means to ends, and 
are guided by the failures and successes 
of the past. The axioms of business men 
ire especially applicable to investors. 

'"'he main principles governing the 
emplacement of capital are that the risks 
should be distributed over as wide an area 
as possible by holding a number of invest- 
ments, each representative of a different 
part of the world. If these investments 
are carefully selected, it will be found 
that, whereas each stock is subject to its 
own particular risk, yet each of these 
risks is entirely disconnected with the 
others, and it n}ay well happen that the 
same factors which bring about loss or 


Distribution 

of 

Investment 

Risks. 
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An Insurance 
Policy. 


depreciation in one centre, will create 
appreciation in another. The result of 
this will be that while some stocks will 
have fallen others will have risen, and 
the total value of all the investments 
will remain unimpaired. This point is 
well illustrated by the European War, to 
which must be ascribed the general de- 
preciation of European stocks. It was 
almost entirely due to this War that 
practically all North American securities 
appreciated in price. This method which 
has been proved by experience to be the 
best for protecting capital, while allowing 
it to produce the maximum return, pre- 
•ients few difficulties, provided care and 
discrimination are used. 

The principle of averaging risks is 
similar in its nature to that observed 
in the working of insurance companies. 
These companies undertake enormous 
risks every day, and in individual cases 
incur very considerable losses, but, in spite 
of these, profits are secured on the total 
undertaking. The prime essential to the 
stability of an insurance company is that 
the risks which it incurs shall be as varied in 
character and distributed over as wide an 
area as possible. The self-same principle 
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applies to investments: and, provided the 
securities are well chosen, it is reason- 
able to expect that while some show a 
loss, the whole list will preserve good 
stability of value/ 

This method of investment was dis- 
covered many years ago, and experience 
has proved that if it is carefully adopted, 
the risk of serious permanent capital loss 
will be practically eliminated. For the 
benefit of those who are unacquainted 
with the system, we may summarise the 
main rules which must be followed. 
These are that:— 

(1) The stocks selected must represent areas 
entirely different from one another. (The 
number of stocks held will largely depend on 
the capital available.) 

(2) The amounts devoted to each stock must be 
as nearly as possible equal. 

(3) The stocks selected must be of a similar 
quality, i.e., speculative shares must not be 
mixed with gilt-edged stocks. 


The reasons for (1) will be apparent 
from the remarks we have made above, 
while (2) and (3) will be equally obvious 
when it is remarked that the whole object 
of the system is^that a fall in one stock 
may be counterbalanced by a rise in 
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another. The necessary balance is not 
likely to be attained if the respective 
amounts invested in some securities are 
several times greater than the amounts 
in others. Neither can it be expected 
that the fluctuations in the price of a 
well-secured industrial debenture will 
counterbalance the price movements of 
an ordinary Mining share. 

The system which we are here de- 
scribing is no arbitrary scheme of arrange- 
ment drawn up in accordance with the 
theories of an individual, but it is a 
common-sense application of the principle 
of the law of averages. It is not claimed 
that it is an infallible safeguard against 
loss, for there is no system which can 
withstand the combination of every 
adverse circumstance which may arise, 
but it has been proved by experience 
to be the surest means of reducing 
investment risks as far as is humanly 
possible.} 

The severest test to which investments 
have ever been subjected is furnished by 
the European War, which has affected 
the securities not only of the belligerent 
nations, but those of neutrals as well. To 

I 

get some idea of the advantages of a well- 
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distributed investment list over one in 
which all the capital is devoted to British 
Stocks, the reader is asked to examine 
some’ of the price movements which have 
taken place during the War. It will be 
found that, with very few exceptions, all 
British Stocks have fallen heavily in value, 
and that, consequently, the depreciation 
in an all-British list will be considerable. 
On the other hand, in a list in which every 
important area of the world is represented, 
it will be found that while most British and 
European stocks have fallen, such stocks as 
Japanese, Americans and what are known 
as Internationals have risen, and the aver- 
age depreciation throughout the whole 
list will be small when compared with 
the loss incurred on an all-British list. 

As proof of this a list of securities is 
rere :,iiven showing the values in 1914 
(biiore the War) and in 1916, of six 
securities of the nominal amount of £1,000 
each. These securities are representative 
of widely different geographical and 
political areas of the World and, in fact, 
have been chosen as stocks which may 
fairly be termed the premier securities of 
the chief countries,*in five continents, the 
sixth stock being of an international 
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character, viz., the debenture of an 
important shipping company. 

The list of securities shows a deprecia- 
tion in value of £243, which is very small 
considering the wide-spread disorganisation 
caused by the War. The holder of these 
securities would be (at the time of writing) 
in a position to sell one-half of his 
investments at a profit, and more than 
two-thirds without loss. An investor, 
however, who before the War had placed 
his entire capital in Consols or similar 
British securities would now be faced 
with a loss of well over £1,300 on an 
original capital outlay of £5,730, the figure 
used in the above illustration. 

No surer proof of the efficacy of the 
system here recommended can possibly be 
required, and investors should bear it 
closely in mind when selecting new 
securities. 

I The other point of paramount im- 
portance in connection with the choosing 
of stocks is the careful consideration of the 
objects which the particular investor has 
in view. There are many investors who 
pay not the slightest ipgard to this most 
important consideration, thinking that a 



stock, if it is good, must necessarily suit 
everybody. It is clear, however, that what 
is suitable for a Trustee will fail to meet 
the requirements of an investor who wishes 
for capital appreciation, or one who re- 
quires the highest possible return from his 
invested capital, and vice versa. Therefore, 
an investor, before purchasing a stock, 
must ascertain not only whether it is good, 
but also whether it will be likely to give 
the results he requires. He must make up 
his mind how he wishes to employ his 
capital, i-e., whether he wishes for appre- 
ciation, or for a high rate of interest, or for 
the maximum of capital security. Having 
decided which of these results he desires, 
the selection of suitable stocks should 
present no insuperable difficulties. ) 

Here it will not be out of place to refer 
to a point on which many investors appear 
to find ^ome difficulty. It frequently 
happens that persons having capital avail- 
able for investment, decide that it is 
essential for them to buy stocks “paying” 
a certain rate of interest, but if they are 
asked what they mean by the expression 
“ paying,” it is discovered that they have a 
very vague idea of •the difference between 
the yield on the cost or present value of an 
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investment, and the rate of interest paid on 
the nominal value. For instance, a man 
who wishes for a “ Five per cent, invest- 
ment,” will sometimes refuse a 4 per cent. 
Debenture of the nominal amount of 
£100 standing at 80, because he fails 
to see that although it is nominally a 
4 per cent, stock, the actual return or yield 
must be reckoned not on the face value 
of the Debenture (£100), but on its 
cost price (£80). Thus if £80 will pur- 
chase a 4 per cent. Debenture of the 
nominal value of £100, £100 will purchase 
£125 of the same stock, or sufficient to 
bring in an income of £5. Therefore a 
4 per cent. Debenture standing at 80 is in 
fact a 5 per cent, investment, whilst on the 
other hand a 5 per cent. Debenture Stock 
standing at 125 is in reality only a 4 per 
cent, investment. 
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CHAPTER II. 

TYPES OF INVESTMENTS. 

It will be obvious that no method of 
arrangement of Capital will prove satis- 
factory unless the actual securities are of a 
sound character. Investors are, therefore, 
advised to consider the main factors which 
govern the safety of individual invest- 
ments before endeavouring to make an 
actual selection for purchase. At the out- 
set they should acquire some idea of 
the various types of securities which are 
kiiown in the investment markets, so that 
their field of selection may be brought 
within reasonable limits. For this reason 
we give a short description of the three 
types with which Investors are chiefly 
concerned. These are as follows : — 

(a) Government or Municipal Stocks 
or Bonds, and Debentures, Deben- 
ture Shocks or Bonds of Joint 
Stock Companies. 



Bonds or 
Debentures. 
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Although no word exists in our own 
language which comprises these various 
forms of stock, the French have a word 
which embraces them all, and is at the 
same time particularly descriptive. This 
word is “ Obligation,” and it signifies that 
the Government, Municipality or Com- 
pany in question is under an obligation to 
pay a certain sum of money which it has 
borrowed in the past. The holder of a 
Bond or Debenture is in fact the creditor 
of the concern which has issued the Bond 
or Debenture, and he is entitled to receive 
at fixed dates certain fixed payments by 
way of interest on the amount which he 
has loaned to the Company. In some cases 
the amount so loaned must, by the terms 
of the original agreement, be repaid by a 
fixed date. The Debentures are then said 
to be redeemable. In other cases, the amount 
loaned need not be repaid unless the 
borrowing concern fails to pay the interest 
agreed upon. The Debentures are then 
said to be irrgdeemable. 

The interest on a Debenture is a direct 
obligation of the issuing Corporation, and 
must be paid regularly on the due dates. 
If payment is not forthcoming, the De- 
benture holders car. immediately take 
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proceedings to enforce payment of the 
interest, and the repayment of the Capital, 
and in the event of a Company going into 
liquidation, Debenture holders, to the 
extent of the security which they hold, 
will rank as creditors in priority to an- 
other creditors of the Company. 

In the case of some foreign Govern- 
ment and Municipal Loans, certain reve- 
nues such as the proceeds of taxes, revenues, 
&c, are specifically hypothecated, i.e., set 
aside to be utilised for the payment of 
interest and Sinking Fund charges, while 
in the case of Joint Stock Companies, 
Debentures are often secured by a Mort- 
gage on certain properties of the Company. 
In such cases if the Company fails to fulfil 
its -.obligations, the Debenture holders have 
the right to seize the property and offer it 
for sale repaying themselves out of the 
proceeds. 

From this it will be seen that the 
position of the holder of a Bond or Deben- 
ture, whether it has been issued by a 
Government, Municipality or Company, is 
a very strong one, as the interest must be 
paid, whether jthe concern in question is 
prospering or not. 


Additional 

Security. 
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It must not, however, be assumed from 
this that every Debenture must necessarily 
be safe, nor that every Preference Share is 
of a somewhat risky character. In fact, 
there are many bad Debentures and quite 
a number of good Preference issues. Every 
Debenture or Bond must, therefore, be 
examined on its own merits and the 
following points should be observed in 
estimating the safety of an investment. 

The security of this class of stock 
depends mainly on the ability of the 
borrowing party to fulfil its obligations. 
If a State has always paid its debts with 
promptitude, if the Government of the 
country is stable, and if taxation is within 
moderate limits the Loans of that State 
may, generally speaking, be regarded as 
reasonably safe. 

If these are secured by Mortgage upon 
properties which would be practically 
certain, if offered for sale, to realise suffi- 
cient to repay the whole of the Debentures 
authorised, the latter may be regarded as 
well secured. 

This point is well illustrated by the 
later history of the Thames Iron Works 
Company. The concern, originally a pros- 
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perous undertaking, failed to maintain its 
position in the Iron and Shipbuilding trade, 
and, after several very unprofitable years, 
was forced to go into liquidation. The 
Four per Cent. Debenture Stock which 
was secured by a First Mortgage on this 
Company’s property, so far from being 
unfavourably affected, actually improved 
in price, this rise being due to the fact that 
it was recognised that the assets would 
realise more than sufficient to pay off the 
Debenture Stock in full. Many similar 
instances can be found which will show the 
superiority of Debentures and Bonds over 
every other form of investment. (If these 
properties have been valued by a com- 
petent authority at double the amount of 
the Debentures, the margin of security is 
i Hially regarded as satisfactory. Much, 
howeve. , depends on the nature of such 
properties.) 

In the case of Public Utility Com- 
panies, e.g.. Gas and Electric Companies, 
Railways, Tramways, €?c, it is obvious that 
in the case of liquidation the properties 
would not realise anything like their 
original cost. The security of Debentures 
of such CompaAies, therefore, depends 
entirely on their earnings, which, if at least 


Public 

Utilities. 



double the amount required for interest, 
are regarded as affording a good margin of 
safety. 


Advantages of 

Redeemable 

Debentures. 


As already explained Debentures are 
either irredeemable or redeemable. When- 
ever it is possible to obtain them in the 
latter form it is advisable to do so, 
because the holder of a redeemable bond 
is unaffected by market fluctuations 
unless, of course, he wishes to sell 
before the Bond is due to be paid 
off, and even in this event should 
markets be depressed when he finds it 
necessary to sell, he will probably obtain 
a far more satisfactory price for a redeem- 
able than for an irredeemable bond. The 
reason for this is clear— if a stock is to be 
paid off at par, say in 1930, the holder 
knows that in 1930 the sum of £100 will be 
due to him on each £100 stock, conse- 
quently as the redemption date approaches, 
the price is bound to be about 100. It is 
impossible to exaggerate the importance of 
this knowledge of the future value of a 
stock, and Investors who wish to avoid 
depreciation might with advantage con- 
fine themselves to redeemable debentures. 
They should, however, avoid buying them 
at a premium, or above the redemption 
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price, for in doing so, they would be certain 
to incur capital loss on redemption. On 
the other hand, if they buy at a discount, 
or below the redemption price, they will 
secure a profit on redemption. 

(b) Preference Stock or Shares. 

It has been already explained how a 
Debenture holder is a creditor of a 
Company, and is not concerned with its 
failure or success, so long as his interest is 
met and his capital repaid when it is due. 
With Stock or Shares, whether Preference 
or Ordinary, the reverse is the case. The 
holders of such Stock or Shares are simply 
partners in the concern, and they are 
absolutely dependent for their income on 
the success of the Company each year. 
It there ire no profits, they will receive 
no dividends, while if the Company is 
forced to go into liquidation they will 
very possibly lose all their capital. The 
Debenture holders’ claims must be satis- 
fied in priority to all trade creditors, 
and the Shareholders receive nothing 
whatever until all the Company’s liabili- 
ties, of whatever form, have been satisfied. 
All shares are therefore exposed to con- 
siderable risk. 


Lett Security 
than 

Debentures. 
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Better than 

Ordinary 
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The Question 
of Security. 


Preference Shareholders, of course, 
rank in front of Ordinary Shareholders, 
in that they are entitled to receive a fixed 
dividend before the latter receive anything, 
and almost invariably in the case of 
liquidation they have priority of capital. 
To this extent, therefore. Preference are 
more desirable than Ordinary shares, but 
(except in the case of “ Participating ” 
Preference Shares) the holders are re- 
stricted to a fixed rate of dividend, and 
are therefore debarred from obtaining the 
full benefit of any period of great pros- 
perity which a Company may enjoy, while 
in the case of misfortune they run a very 
considerable risk. There are some Pre- 
ference Shares on which the full dividend 
may be regarded as practically assured in 
any circumstance ; but, generally speaking. 
Investors are advised not to purchase a 
Preference Share unless a high return on 
their capital is essential, and the share they 
select yields considerably more than can 
be obtained from good class Debentures. 

As regards the question of ascertaining 
the security of Preference Share.s, it is 
difficult to lay down a general rule which 
would be of any real v^lue, as so much 
depends on the nature of the business and 
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the amount of prior issues, etc. A good 
knowledge of Balance Sheet reading is re- 
quired before an opinion can be pronounced 
on any Preference Share, and private in- 
vestors contemplating such an investment 
are recommended to consult an expert on 
this somewhat difficult subject. 

(c) Ordinary or Deferred Stock or 
Shares. 

This class of investment should never 
figure in an investment list where capital 
scc.irty and regularity of income are prime 
considerations. As explained above, the 
holders of shares (as opposed to Deben- 
tures) are partners in the concern; but, 
wh^'reas the Preference shareholders 
’’ave first call on the profits, and bear 
only Pl.t of the risk, the Ordinary and 
Deferred shareholders are in an inferior 
position. They receive no dividend until 
the full dividend on the Preference shares, 
together with any arrears which have 
accrued, have been paid, and if liquidation 
takes place tiie probability is that, even if 
there is anything left for the shareholders 
(which is unlikely), the Preference share- 
holders will take,the whole, or the greater 
part. 


The Most 
Speculative 
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No rule can be laid down for ascer- 
taining the security of Ordinary shares, 
for the reason that, generally speaking, 
they may be said to possess no security 
at ail. 


Partly-paid shares arc still more unde- 
sirable as investments, in that purchasers 
risk, not only the amount they pay for 
their shares, but also the amounts of those 
shares which have not yet been, but arc 
liable to be, called up. 
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CHAPTER III. 

THE NECESSITY FOR SUPER- 
VISION. 

These are days of specialisation. No one 
can be expected to spend the whole of 
his time in the endeavour to keep pace 
witii a matter of the utmost complexity 
unless his particular profession consists in 
doing so. It is the wise Investor who calls 
in the specialist, for a right appreciation of 
the alue of investments is only possible 
t . those who have concentrated the whole 
of thei. attention upon this particular 
subject. 

The losses suffered by Investors during 
the past decade have been enormous— we 
call it loss because depreciation is com- 
monly only the euphemism for loss. The 
final terms of these losses cannot be 
measured merely in pounds, shillings, and 
pence. 

What occasioned these losses ? In some 
cases the risks incurred were the result of 
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guesses, or even caprice. In other cases 
the action taken followed considered judg- 
ment, but the facts on which the judgment 
was based were not sufficiently grasped. 
This inadequate information w'as itself the 
result of different causes. In some cases 
the investor was unable to give the time 
to make enquiries that he recognised were 
essential, and which he fully intended to 
set on foot ; in other cases the available 
information was inadequate, and could 
hardly, in any case, have been supple- 
mented by the Investor, for the materials — 
the opportunities for increasing his know- 
ledge relevant to the matter — were out of 
his reach. 

Whatever the explanation, it can rarely 
be said in the case of total loss that the in- 
vestments were carefully selected in the 
first instance, or properly managed or 
superintended after the purchase was 
completed. 

Yet the business of investment — the 
outlay of the original capital and its sub- 
sequent supervision — will respond to and 
exprc'.is the results of good management, 
like other businesses. The management, 
however, is of a different kind from that 
which operates to control an ordinary con- 
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cern, but it is management none the less 
It consists in the main of incessant watch- 
fulness and care, together with the exercise 
of judgment and a reasonable anticipation 
of events. The supervision of investments 
is indeed a highly specialised profession. 
It is skilled knowledge and common sense 
in a particular manner, applied with un- 
common care. 

Successful investment has its natural 
laws like other things. In physical science 
the conclusions which we finally recognise 
as a “ natural law ” are a generalisation 
based upon a great accumulation of facts 
and observed phenomena. The “natural 
law ” is that generalisation which is accor- 
dant with the greatest number of such 
acts r’ nd phenomena. Herbert Spencer has 
el :cidated how this applies in practically 
every ficiJ of life, physical and mental. 

Dividends may be coming in succes- 
sively and without diminution, and yet 
the capital may be in unsuspected danger. 
This was true ten years ago, but it is much 
truer to-day. The multitude of Joint 
Stock Company investments is now so 
great, and they are so diversified in charac- 
ter, that it dailyA)ecomes more necessary 
that investors should not rely upon their 
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own unaided information. This does not 
mean that reflection should be cast upon 
the judgment of the investor, but rather 
that emphasis should be laid on the neces- 
sity for that judgment being based upon 
the most detailed knowledge of all relevant 
and important facts. 


Investment 

Book-keeping. 


An important factor in the supervision 
of investments is the form in which the 
accounts should be kept. It is a matter of 
common knowledge that a simple and 
accurate system of book-keeping is essen- 
tial for the successful management of any 
business, and this applies with equal force 
to Investors who arc recommended to 
make use of an account book drawn up on 
lines calculated to show at a glance an In- 
vestor’s position in regard to both capital 
and income. The Investor who adopts 
this plan will enjoy the advantage of being 
able to compare the result of one transac- 
tion with another, a comparison which 
will prove very helpful in selecting suitable 
securities for the investment of any addi- 
tional capital which may be subsequently 
available for investment. 


* Such a book, entitled the “Simplex Investors’ 
Account Book,’’ by C. R. Stiles, F.S.S., is published at 
2s. 6d. net. A copy will be sent.^ost free, on approval, 
on application to the Publishers. See announcement 
on pa^e 64 



CHAPTER IV. 


THE SERVICES OF THE INVEST- 
MENT REGISTRY. LTD. 

The Investment Registry, Limited, was 
founded in 1880 for the specific purpose 
of rd vising and assisting Investors. The 
Directors are men of high standing, and 
are assisted by a large staff of experts in 
the various departments of the business. 
The essential qualifications of a member 
of the staff are accuracy, reliability, and 
prompt!: jde as well as the possession of 
sound judgment, tact and industry. Each 
day brings from all quarters its quota of 
information that has to be examined, veri- 
fied and recorded for future use, and in a 
form easily accessible. Every member of 
the staff is pledged to secrecy regarding 
the transactions of customers. As an ad- 
ditional precaution each client is repre- 
sented not by nafne, but by a distinguishing 
number in the books of record. All com- 
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A Large 
Clfeutele. 


Procedure 

Adopted. 


m unications, whether transmitted verbally, 
through the Post Office, or by Telegraph, 
are treated as strictly private and confi- 
dential. 

For many years the Registry has been 
consulted by thousands of investors in 
regard to their lists of holdings, and the 
amount of capital concerning the advan- 
tageous employment of which it has 
advised its clients, is enormous. The 
Registry now actually superintends several 
million pounds worth of stocks to the 
satisfaction of its Clientele. This in itself 
has proved the efficiency of its methods. 

The following methods are generally 
adopted in the case of new clients. In the 
first place they are asked to submit a rough 
list of any stocks which they hold. This 
list is then carefully examined in order to 
determine the present value of all the stocks 
held so that the client may be advised 
whether any exchanges or alterations seem 
desirable, keeping in view the investor’s 
own requirements as stated by him. A 
report is made on this, and other points 
that may arise in the course of the investi- 
gation. If desired a further statement is 
then submitted showing -how to rearrange 
the holdings, in such a way as will involve 
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the least possible amount of change and 
avoid all outlay on the part of the investor. 
Sometimes an immediate rearrangement 
can be effected. In other cases it must be 
brought about gradually. In every instance 
the greatest attention is paid to the In- 
vestor’s special requirements and he is kept 
apprised of the alterations proposed, no 
steps being taken without his sanction. 
Should he desire to consult his Broker, 
Banker, or other man of business, or to 
effect any adopted changes through them, 
it is open to him to do so. 

Another matter in which the Registry 
has been able to render essential service to 
’ s customers is in periodically examining 
their investment lists and pointing out 
oppoitun.'ies (should they occur) which 
enable them advantageously to dispose of 
securities which have been held for some 
time without yielding satisfactory results. 
When originally acquired they may have 
appeared attractive, but they may have 
appreciated so much that it is desirable to 
sell them at a profit, or under stress of un- 
foreseen circumstances their value may have 
receded and the price may appear likely 
to decline still mdte with the lapse of time. 
The only thing to be done with these is 
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to sell them before further depreciation 
comes about. Assuming that the shares pos- 
sess some intrinsic worth, and that there are 
purchasers to be found, it is best to entrust 
the negotiations to an agency like the 
Investment Registry, Limited. An oppor- 
tunity may offer, ere long, to dispose of 
them for a reasonable sum, which, though 
not equal to the original outlay, will be 
regarded as so much actually saved from a 
possible total loss. By judicious selection 
of other Stocks, the loss may eventually 
be made up in whole or in part. 

As a general rule Investors are most 
unwilling to sell their securities “at a loss,” 
i.e., at a figure lower than the purchase 
price. Such disinclination is, however, 
entirely void of reason for the sum origi- 
nally given for a stock has no bearing 
whatever on the question whether or not 
that stock should be sold. If a man having 
bought a horse, discovers that it is “wrong 
in the wind,” or if that same horse develops 
the annoying habit of throwing his rider, 
the latter will be only too glad to get rid 
of the animal at a greatly reduced price; 
but if that same man finds that a stock he 
holds fails to come up to expectations, the 
probability is that nothing will induce him 
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to dispose of it below the purchase price 
even if he can obtain a better stock at a 
still lower figure. 

The reason, or rather lack of reason Hypothetic*! 
for such inconsistency is easily explained. 

Stocks and Shares and, in fact, all negoti- 
able securities were originally solely and 
entirely looked upon as gambling counters, 
and even at the present day a large propor- 
tion of the “young idea” is taught that 
successful investment consists in buying a 
stock and selling it at a profit: whereas 
this is not investment at all but speculation. 

How often have we been asked when 
recommending an investment “ Do you 
think it will go up? ” and how often have 
we been told when recommending a sale 
“ 1 cannot sell at 85 because I bought at 
‘'0.” Those who reason in this way might 
ith idvantage consider the following 
hy,.athctical case : — An Investor buys £200 
of a certain security (which we will call 
“ A ”) at 100. This stock appreciates in 
value till it is saleable at 10.S. The Investor 
has his attention drawn to another stock 
(which we will call “ B ”) which is as safe as 
“A” and just as good in every way but is 
obtainable at 100.^ He decides to “take his 
profit” on half his holding in “A” and 
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sells £100 of it for £105, reinvesting in £100 
of “ B ” and clearing £5 on the transaction. 


IJnrea.snnablc 

Attitude. 


Assume now that there is a general set- 
back in prices with the result that “ A ” is 
now only saleable at 95, but “B” can be 
purchased at 88. What attitude will he 
adopt with regard to the balance ? Will 
he say “ the sale of ‘ A’ and the purchase of 
‘B’ will now be a still more profitable 
transaction because I shall clear £7 instead 
of £5, besides which the lower priced stock 
is far more likely to appreciate in price”; 
or will he say. “ 1 cannot make the exchange 
now because I shall be selling ‘A’ at a 
loss of £5.” Obviously the latter course is 
absurd and unreasonable, yet the number 
of Investors who have not adopted it at 
some time or other is very small indeed. 


A Profitable III this connectioti Investors must re- 

Transaction. 

member that what they gave for a stock is 
simply a matter of past history and has no 
bearing on the present. Whether a man 
paid £50, £100 or £1.S0 for a stock makes no 
difference to its present value, which is to 
be determined solely by comparison with 
other securities. If a stock is standing at 
100, and another equally attractive stock 
can be bought at 95, thejformer should be 
sold whatever its original cost. It is 
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largely through reluctance to sell at what 
appears to be a loss that the greatest losses 
are incurred. Strange as it may seem 
“ selling at a loss ” may actually result in a 
considerable profit. 

A good illustration of the point is to 
be found in the case of Consols and Annui- 
ties 2i per cent. Both these securities have 
the guarantee of the British Government ; 
they are thus identical as to security. The 
former (at the time of writing) is standing 
at 59, the latter at 56i'. Yet would it be 
unprofitable to sell Consols at 59, even 
though they cost 89 or 99, and buy Annui- 
ties at 56:i ? 

It is frequently argued that there is no 
‘'uch thing as a market anomaly, and that 
.i i exi'.lanation can be found for every 
prUe distinction. Up to a certain point 
this is eouect, for usually it is possible to 
trace the difference in price between two 
investments of which the security is identi- 
cal to some particular circumstance. Yet 
the circumstances are usually such that 
they can be safely disregarded by the 
ordinary Investor. 

The price difference between Consols 
and Annuities is to be explained partly 


Market 

Anomalies. 


Their Oiigin. 



by the fact that before the War Consols 
were constantly being purchased by Insur- 
ance Companies and other large business 
houses who wished to have a large portion 
of their funds convertible into cash at a 
moment’s notice, and it was generally 
believed— although this War has since 
disproved the belief— that Consols could 
always be sold in practically any 
quantity. Annuities, on the other hand, 
were not so well known, in fact, were 
less fashionable than Consols, which 
have always been, and will probably 
continue to be, regarded as England’s 
premier security. The Investor has no 
object in seeking a fashionable invest- 
ment: in fact, the reverse is the case if the 
fashionable investment is relatively more 
expensive than others. Neither is the 
question of a ready market a matter of 
prime importance to him. He buys his 
stock with the idea of keeping it and re- 
ceiving a regular income; he is not con- 
stantly changing his investments, and does 
not buy with the idea of selling in the near 
future. All that he requires is a safe in- 
vestment which produces a satisfactory 
income, and which can be sold at a reason- 
ably short notice— and* experience has 
proved that if a stock is sound it will be 
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saleable at a fair figure. Moreover, by 
holding stocks of the investment type 
which are not being constantly bought and 
sold in the open market. Investors avoid 
those wild fluctuations which in times of 
market excitement are the cause of serious 
loss. 

Another anomaly is to be found in the 
case of Russian Government Loans. At 
the time of writing Russian 5 per cent, of 
1822 stand at 94: the yield is 5,’. per cent., 
and the Bonds are irredeemable. At the 
same time Russian 4 per cent. Dvinsk 
Vitebsk Bonds although they have thesame 
security and are redeemable at 100 can be 
bought at 66i per cent., thus yielding 6 per 
rent, without taking into consideration the 
i ofit A 33^ points which is certain to be 
secured on redemption. There appears to 
be only oiie explanation for this. The 
Russian 5 per cents, are far better known 
than the 4 per cent. Railway Bonds, and 
have therefore commanded more buyers. 
Obviously this state of affairs affords 
holders of the former an excellent oppor- 
tunity of making an advantageous ex- 
change. 

Another striking anomaly exists in the 
case of Japanese Bonds. Japanese 4i per 
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cent, 1st Series stand at 95, the yield being 
4f per cent, or (reckoning the profit on re- 
demption) 5r\ per cent., whereas Japanese 
4 per cent. 1905 stand at 74i and thus yield 
5S per cent, or (reckoning the profit on re- 
demption) 6f per cent. This anomaly is 
the more striking in that a short time pre- 
viously the positions were reversed, the 
4^ per cent. Bonds being obtainable on 
more favourable terms than the 4 per cent. 
Here again the explanation is simple, and 
is a matter which will in no way affect the 
investor. A considerable demand for the 
former security has been created by the ^ 
fact that the Japanese Government have 
been buying large amounts for redemption 
purposes. 

The accompanying hypothetical lists 
of securities will give an idea of the im- 
provement which can be effected in some 
lists of investments without weakening 
the security. List “A" consists of seven 
high-class stocks which at the prices 
current at the time of writing must be 
considered dear, and which compare most 
unfavourably with the seven stocks of 
similar character contained in list “B." 

Not only would an .investor making 
the transfer from "A” to “B” increase 
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his income by £34 10s. per annum, but he 
would substitute stocks which are redeem- 
able at a near date, for stocks which for 
the most part are irredeemable, and 
moreover on maturity he would realise 
a profit of £1,053. These illustrations 
could be multiplied indefinitely. 

These illustrations will give some idea 
of the difference in price which is to be 
found between securi ties of identical quality 
from time to time, and the investor will 
readily understand how it is that a little 
enterprise in comparing the prices of stocks 
will be ainply rewarded. 

When once a list of holdings has been 
arranged, it is indispensable for real success 
'.iiat its progress should be constantly 
watched. This is effected by the Registry 
in the fci’owing manner:— The work of 
superintending the list applies to the In- 
vestor’s complete position. A record of all 
his stocks held is permanently maintained 
and brought up to date. At fixed periods, 
as desired, the Investments are revalued. 
Any changes of importance since the pre- 
vious examination are recorded, and the 
revaluation, togetjier with a report on the 
existing condition of the list, is forwarded. 
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Frequent changes are not advised for 
obvious reasons, but clearly it is not 
always possible to make such a selection 
as will yield uniformly excellent results 
throughout a lengthened period, and there- 
fore, decisive action in the direction of 
further exchanges is sometimes necessary. 
Or again some of the original selections 
may increase to such a price that they can 
no longer be regarded as remunerative. In 
all such cases Clients are advised to take 
their profits. Whenever anything occurs 
inimical to the interests of the holders of 
any particular security, the Registry can 
command attention through the w eight of 
the Clients’ combined holdings. Its un- 
rivalled experience enables it to cope with 
difficulties as they arise, and thus it is 
frequently possible to avert misfortunes 
that might prove disastrous. 

vuiusof Effective supervision of the kind indi- 

(Compiled 

Statistics, cated above demands a knowledge of how 
all investments are progressing. Without 
such information the requisite system of 
comparison cannot be maintained. Only 
those who are engaged in watching and 
recording all important investments have 
the facilities for judging /■he real position. 
No private investor can hope to follow the 
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progress of his own holdings with accuracy 
even though he devotes a great deal of his 
time to the task. A personal inspection of 
the system maintained by the Registry 
will satisfy anyone as to the enormous 
mass of statistics, and the considerable 
amount of expert knowledge required. 

It will readily be understood from such 
an inspection that the Registry is in a posi- 
tion to offer the greatest possible assistance 
as the result of a large expenditure of time, 
money and labour. The elaboration of its 
organisation, the collection and collation 
of reliable facts, the invaluable detailed 
records that have been accumulated, their 
daily maintenance and the constant super- 
vision by means of a large and efficient 
-;aff b-ive to be considered when appraising 
the utility and worth of this institution. 
No matte,- what the character of the assist- 
ance or information sought on any speci- 
fied financial subject, a complete and 
accurate service is immediately forth- 
coming, derived as it is from authentic 
and reliable recoids which are constantly 
being brought up to date. 

The RegivStry has n'duccd the very 
difficult act ol iftvestment to something 
approximating an exact method for mini- 


Survi\ al 
of tho 
Fittest 



48 


mising, if not entirely eliminating, the risks 
attendant upon the investment of capital. 
It has compiled a list of all investment 
securities available, and has critically 
analysed them. This list has been divided 
and sub-divided into the different invest- 
ment categories, and the very best of each 
category has been selected, by a process of 
comparison and elimination, directed by 
knowledge and practical experience. 
This list is particularly valuable not 
only because it contains the names of some 
of the most suitable investments for pur- 
chase, but because it can be used as a 
measure for gauging the worth of any 
other securities. By comparing the stocks 
on this list with other securities the 
Registry’s staff of experts can tell at once 
whether the latter arc attractive or inferior 
investments. The best results can only be 
secured by holding the very best invest- 
ments; the value of this list will, therefore, 
be readily appreciated. 


The RcKistryS 
New , 


Formerly the demand created among 
the Clientdie of the Registry for sound and 
remunerative securities bearing a fixed 
rate of interest was supplied entirely from 
the open market, but owing to the rapid 
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growth of the Company’s business it has 
often been found very difficult to satisfy 
client’s requirements in this way. There- 
fore, the Pvegistry has adopted the policy 
of taking up, from time to time, such 
issues as have been found to be suitable to 
the constant and increasing requirements 
of its Clientele. 


Before taking up an issue the Registry 
institutes a very searching and complete 
investigation into the undertaking con- 
cerned and the particular issue proposed. 
This enquiry is conducted by the Regis- 
try’s permanent staff of experts, valuers 
and other specialists being consulted on 
•chnical points, and legal and other pro- 
fessional assistance being called in when 
necessary On these lines have been 
issued, during the past few years, some 
millions of pounds sterling of high-class 
Government, Municipal, Public Utility 
and Industrial Debentures or Bonds, all 
of which have been applied for and taken 
up by the shareholders and customers of 
the Registry and the general investing 
public. Large amounts have since been 
redeemed, showing an excellent profit on 
the original purchase price. 


Precautionary 
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SO 

The success ot the Registry’s issues 
has been due to the fact that they, at the 
time of issue, have been proved upon 
careful comparison, to be cheaper and 
more remunerative than similar securities 
obtainable in the open market. This has 
been largely brought about by the saving 
of the expenses associated with capital 
issues made in the ordinary way. The 
Registry’s issues are largely taken up by 
its existing Clients, with the result that the 
advertising expenses are reduced to a com- 
paratively insignificant amount, and no 
underwriting commissions are payable, 
facts which frequently result in a saving 
of several pounds per cent. Further, the 
Registry negotiates directly with the bor- 
rowing parties and thus the usual middle- 
man’s profits are eliminated. This direct 
negotiation also enables the Registry to 
obtain from the borrowing parties such 
conditions as may seem desirable, in order 
to s'ecure the position of its customers who 
take up their new issues. 


It is the Registry’s wish that Clients 
and prospective Clients should make the 
closest investigation into.every statement 
made by the Company, and should use 
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their judgment as to whether or not they 
can benefit by availing themselves of the 
specialised knowledge of the Company. 
With this end in view Investors are invited 
to send (in confidence) to the Company a 
complete list' of their holdings for an 
expert opinion thereon. 

The acceptance by Investors of this 
invitation imposes no liability and does 
not in any way commit them to take any 
further steps. The Registry is in a position 
to dirpense with a charge for such services 
owing to the completeness of its organisa- 
tion and of the statistics upon which all 
reports are based. It adopts the practice 
: f sending free reports on investment lists 
in inler that it may have the opportunity 
of placin' before Investors tangible proof 
of the assistance it is in a position to 
render them, and of the kind of work 
which it is prepared to undertake for the 
benefit of its customers. In compensation 
for the labour expended in this manner it 
is content to rely on the prospective in- 
crease in its Clientele which will result 
therefrom. 


No Liability 
Incurred. 
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INVESTMENT YIELD TABLE. 

The undernoted table giv^es the yield per centum on 
the money invested in any dividend or interest paying 
security — e,g ^ a 5% stock standing at 80% will give a 
yield of 6J% 5/0 per /“lOO nominal) per annum on 

invested capital. 


Yield % ' Rate % c»f Interest or Dividend. 

on ij _ __ 

Invested j i ! ' ’ 

Funds. l| 34% 4% | 4i% I .S% i .S.V’o j 6% 

' 1 ! 


---- - - - - - - , 

4 j! S7i I 100 112.J 125 ! 137i 150 
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5 (j 70 ! 80 90 100 , 110 i 120 
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STOCK EXCHANGE OFFICIAL 
MINIMUM SCALE OF 
COMMISSIONS. 

The undevmeutioncd Scale came into opcvatwn nn the 
22nd February^ 1913. 

British Government Securities 


Indian Government Slocks ... 

Metropolitan Consolidated Stocks 
London County Consolidated Stocks 
Foreign Government Bonds ... 

Foreign Railway and other Bonds to Bearer 
Colonial Government Securities 

County, Corporation and Provincial Securities 
(British, Indian, Colonial or Foreign) ... 


4% on 
Stock 


i% on 
Stock 


Bank of England and Bank of Ireland Stock i% on Money 

Securities known and dealt in as ** Floaters'" in bargains\ 

of n.'t less than £203100 Stock ' At 

( discre- 
tion 

. 

Registered Slocks (other than Railway Ordinary | on 
and Deferred Ordinary Stocks) ... ... * Money 

Raihoay Ordinary and Deferred Ordinary Stocks : — 

Price £10 or under ... ... ... ... At discretion 


er £10 to £23 
£25 to £30 
£50 to £100 
£100 to £150 
£150 to £200 
£200 


At discretion 
% on Stock 

• V 

. i . 
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SCALE OF COMMISSIONS-con//n*W. 


Shares Transferable by Deed. 


Price 

0 

5 

0 

or under . 



At 

discretion 

Over 

0 

5 

0 

to 

0 

75 

0 

... 0 

if. 

H 

per Share 

11 

0 

7.5 

0 

to 

£2 

0 

0 

... 0 

3 


<1 
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0 

to 

£i 

0 

0 

... 0 

6 




0 

0 

to 

£* 

0 

0 

... 0 

7i 


11 


0 

0 

to 

£5 

0 

0 

... 0 

9 



£5 

0 

0 

to 

£7 

10 

0 

... 1 

0 



£7 

10 

0 

to 

Uo 

0 

0 

... 1 

3 



Oo 

0 

0 

to 

05 

0 

0 

... 1 

6 

'» 

1 ' 

^15 

0 

0 

to 

£20 

0 

0 

2 

0 


• 1 

£■'.0 

0 

0 

to £25 

0 

0 

2 

6 



£25 

0 

0 


... 

. 

.. 

1 

o/ 

on Money 


Shares of $50 or $100 Denomination ifailt in in 
the American Market, 


Price $25 or under 
Over $25 to $50 ... 
„ $50 to $100... 

$100 to $150 
$150 to 200 


0 6 Share 

0 9 

1 0 
1 6 
2 0 


ff'M 6^/. rtf* for every 


$50. , 


/'■ftaoii thereof, tii ft n e 


All Other Shares 
0 5 0 or under 


FA SSI NO 


Over 0 5 0 to 1 0 0 

,, £10 0 to £Z 10 0 

„ £2 10 0 to £5 0 0 

„ £5 0 0 to £15 0 0 

„ £15 0 0 to £25 0 0 

„ £25 0 0 


HV Dei IVKKY. Trice 
... At discretion 

V. it. 

0 H per Share 

... 0 5 

0 6 

1 0 
1 5 

\ % on Money 


Options for more than one Account AsonHargains 

Options for one Account ok Less', 

Transfers of Stocks and Sharks 
Probate and other Valuations 
Bargains in Partly-paid Stock okI 

Sha’^es of New Issues for Cash At discretion 

PREVIOUS TO OP for SPECIAI. SETTLE- j 
ME*.T 

>!\RGrtiNs IN Rights for Cash... 

^ecufitiea Made-up or Made-dqfvn 


S’.TAoL Bargains • No lower Conimission than 2s. 6(1, 

f to bo charged. 
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STAMP DUTIES. 

CONTRACT NOTES. 


These require stjuiipiug with adhesive stamps. The 
requisite amount may be made up by using several stamps 
of a lower denomination. 


Purchase Pi 
exceediuR. 

£ 

iiul nf>l 
cxceedinR. 

£ 

£ 

s. 

d. 

5 

100 

... 0 

0 

6 

100 

500 

... 0 

1 

0 

500 

1,000 

... 0 

2 

0 

1,000 

1,500 

... 0 

3 

0 

1,500 

2,500 

... 0 

4 

0 

2,500 

5,000 

... 0 

6 

0 

5,000 

7,500 

... 0 

8 

0 

7,500 

10,000 

... 0 

10 

0 

10,000 

12,500 

... 0 

12 

0 

12,500 

15,000 

... 0 

14 

0 

15,000 

17,500 

... 0 

16 

0 

17,500 

20,000 

... 0 

18 

0 

20,000 


... 1 

0 

0 

ON TRANSFERS 

ON SALK 

OF STOCK 

AND 



SHAKES AND OF REGISTERED DEBENTURES. 

Chief Stamping Oificess Somerset House, Strand, VV.C., 
Telegraph Street, K.C., ind the Stamp Office Share and 
Loan Dtjpartiiient, Stock Exchange. 


Pui chase 
ice I' .t 
excce.iinR. 

£ 


£ 

“^'ainp 

DuIY. 

s. d. 

Purchase 

Felice Hot 
excc^iuR. 

Stamp 

Duty. 

£ s. 

d. 

5 ... 


0 

0 

6 

300 ... 

... 1 

10 

0 

10 ... 


0 

1 

0 

350 ... 

... 1 

15 

0 

15 ... 


0 

1 

6 

400 ... 

... 2 

0 

0 

20 ... 


0 

2 

0 

450 ... 

2 

5 

0 

25 ... 


0 

2 

6 

500 ... 

!!. 2 

10 

0 

50 ... 


0 

5 

0 

550 ... 

... 2 

15 

0 

75 ... 


0 

7 

6 

600 ... 

... 3 

0 

0 

100 ... 


0 

10 

0 

650 ... 

... 3 

5 

0 

125 ... 


0 

12 

6 

700 ... 

... 3 

10 

0 

150 ... 


0 

15 

0 

75C ... 

... 3 

15 

0 

175 ... 


0 

17 

6 

800 ... 

... 4 

0 

0 

200 ... 


1 

0 

0 

850 ... 

... 4 

5 

0 

225 ... 


\ 

n 

6 

900 ... 

... 4 

10 

0 

250 ... 


1 

5 

0 

950 ... 

... 4 

15 

0 

275 ... 


1 

7 

6 • 

1,000 ... 

... 5 

0 

0 


Five shillings (5/-) for ev'ify additional i,'50 or fractional 
part thereof. 
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DICTIONARY OF 
INVESTMENT TERMS. 

AcciiPTlNG Stock. — A purchase of Inscribed 
Stock is completed by the purchaser or his attorney 
signing the Transfer Hook containing the record of 
transactions kept, in the case of Consols and other 
British and many Colonial and Government Stocks, 
at the Bank of lOngland. 

Account, Thk. — The periods into which the 
working year of the Stock Exchange is divided and 
during wdiich stocks and shares arc bought and sold 
for delivery on a fixed day of scttlornenl. There 
are twenty-four Accounts in each year. Account 
Days come approximately in the middle and end 
of every month. Transactions are usually made 
for completion on the next Account Day f<dlowing 
the transaction. 

Account Day. — Also known as Pay Day or 
Settlement Day, is the day on which payments for 
all Stock Exchange transactions for the Account are 
made, excej)t such transactions a.-, are made for 
cash, and transactions in Consols, the latter being 
settled once a month (sec Special Settlement). 

Alloi'Ment, Letter oi*. — A form of notice to 
an applicant for part of a now issue of shares, slock 
or debentures, naming the number of shares, or the 
amount of stock or debentures allotted in response 
to his application. 

Allottee. — A person to whom an allotment is 
made. 

AMORTISATION. — As applied to securities, this 
word means redemption (ser Redemption). 
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DICTIONARY OF INVESTMENT 
TERMS — continued. 

Valorem (According to value) Stamp Duty. 
— A transfer of stocks or shares requires to be stamped 
at the rate of 10/- per cent, of the purchase price. 

Bank Rate. — The minimum rate per cent, at 
which the Bank of England will discount Bills of 
Exchange or make advances for short terms. 

Bonds. — Mortgage or other securities repre- 
senting loans issued by Foreign Governments, Muni- 
cipalities, Corporations and Public Companies. These 
are Ireqiiently “to bearer,” in which case they are 
traufferablc by delivery without the formality of a 
Deed of Transfer. 

Brokerage. — Commission charged by a broker 
to the client according to a fixed scale (see Scale, 
pages 53 and 54). 

Certificate (Registered). — A document issued 
by a Coinpany usually under seal, certifying that the 
pcr.son named therein is a registered holder of shares 
or stock in the Company. Shares so registered are 
transferable by deed only. 

Clearing House. — The department of the 
Stock Exchange where the bargains of brokers are 
adjusted and settled at the end of the Account. 

Common Stock. — An American equivalent of 
ordinary shares or stook. 
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DICTIONARY OF INVESTMENT 

Consideration Money. — The sum o£ money 
paid by the buyer of a security, and on which stamp 
duty has to be paid. 

CuM-CouPON.— This denotes that the buyer of 
a “ bearer security ’* is entitled to the interest 
represented by the current coupon. 

Convertible Bonds.— B onds issued with the 
right to transfer into other securities at or after a 
given date. 

Cum-Dividend.— B uyers of stocks or shares 
cum -dividend are entitled to the current dividend. 

Cumulative Preference Shares.— Holders 
of these shares are entitled to a prior right to 
dividend over ordinary shares, and any dividends 
which may be in arre.ar continue to accumulate as 
against the Company until the profits are sufficient 
to pay the holders of the said shares in full. 

DEBiiNTUKK.—A document under seal in which 
a Company undertakes to repay borrowed money. 
Certain tangible assets of a Company are usually 
hypothecated as security for the holders of the deben- 
tures. Debentures are usually issued in fixed 
amounts, ^20, ]f25, £S0, or /“lOO. 

Debenture Stock. — Practically synonymous 
with debentures except that .a holder receives a 
stock certificate representing the amount of his 
holding, any part of which can be transferred. 
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DICTIONARY OF INVESTMENT 
TERMS — continued. 

Deferred Shares. — These shares iisnally rank 
after all other classes of shares. 

Dividends — Divisible profits of a Company paid 
to its shareholders. Dividends are unlike interest on 
Bonds, which is a fixed charge and may be paid out of 
capital. 

Knfacement. — The conditions of a bearer bond 
may provide for its enfacement by writing the name of 
the holder across the face, whereby it ce’iases to 
be negotiable. Or a bearer bond which has been 
registered in the name of the holder (for greater 
security) may at the option of the registered holder be 
converted into a bond to bearer by enfacement. 

Founders’ Sharks. — Vendors’ Shares). 

Inscribed Stock. — The names of the holders of 
such stock and the amount of their holdings are 
ir scribed in bouks kept for the purpose by the Bank of 
Fngland and other Banks or Agencies. 

Interest. — Interest is the money paid at a fixed 
rate per centum on money borrowed, debentures 
or bonds. Interest may be paid out of capital. 

Interim Dividend. — A payment on account of the 
year’s profits before the completion of the years 
lr.ading. 

IRREDEEMABI,K DEBENTURES. — Debentures 
which arc not redet'mable, the holders receiving a 
perpetual aimuity. 

Liquid Assets. — Assets in the form of cash or 
readily convertible into 
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DICTIONARY OF INVESTMENT 

TERMS- -continued. 

Lost Certificate. — In the case of a Certificate 
being lost or destroyed, it is necessary for the share- 
holder to obtain a duplicate from the Company before 
he can dispose of his Shares. A duplicate can usually 
be obtained upon giving an indemnity ti^ th(' Company. 

Lost Dividend Warrant. — The action of a 
Company posting a I>ividend Warrant is (vjuiv’alent 
to payment. In tlie event of loss, a duplicate can 
usually be obtained by giving an indemnity to the 
Company. 

Management Shares, — V endors’ Shares). 

Nominal Capital. — Tin; autliorncd capital of a 
Company as specified in the Memorandum of 
Association. 

Non-Cumi;lative Pkef krenck Shakes. — In 
the event of the dividend not being paid in any one 
year, or only part being paid n«» arriMrs are carried 
forward. 

ORDI^AR^■ Shares. — I' hesc Shares do not receive 
anydi\rioij of profit- until all securities liaving prior 
claims havo been sali^'^fied. 

Pari Passh. — Ranking ecpially. If debentures 
arc nf)t expre-sed to rank “ pari passu with each 
other, those- of an earlier dale of issue would take 
priority over those issued Later. 

Parity. — The equivalent price in one country of 
sen.ritifjs quf^ted in the currency of another country 

f "A R t I c I PA t I N G P R E I E R K N c K S 1 1 A R E s. — Shares 
entitling the holder tc/ a preterential dividend, and 
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DICTIONARY OF INVESTMENT 

TERMS- contimted. 

ril5;o to participate in surplus profits with the ordinary 
Shareholders. 

Par Valitk. — Securities are said to be at par 
when their market value is the same as their 
nominal or face value. 

Pay Day. — (S\ v Account Day). 

Po\vi-:k of A'itornf.y. — A Deed appointing a 
person to act as an agent for anothiT person. 

Prkferenck Shares. — Shares possessing a 
priority eitlier in respect of dividends or of repay- 
ment of capital it! a winding-up. or both, arc called 
Preference Shan s. 

F iTON. — The repayment of money secured 
by bonds (or debentures) is ti'rmed “redemption.” 

I\KGisTEKi;n Securities. — Registered Stocks 
and Shan-s can <'>nly be transferred by a written 
i .-Irmiu nt. usually the common form of transfer. 
Thi' registered owner is recognised by the Company 
as the owner of the security, and until a transfer 
is passed and a transfert'e’s name entered on the 
register, the transferor remains liable to the Com- 
pany for any liability. The registration fee is 
usually 2/6. 

Kegistereu Companies. — Companies incor- 
porate-id or regi: ten’d under the CoPaipanies Acts. 

Scrip. — Pro\ isiona! documents entitling the 
holder to receive lorma! bonds or certificate when 
all the inslalmonts lirive been paid. 

SECONf' — A security i an king after 

the first mortgage. i 
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DICTIONARY OF INVESTMENT 
TERMS — continued. 

Skcitritv. — In legal phraseology denotes the 
property which is pledged by a borrower to secure 
the repayment of money lent, but the popular word 
has a wider meaning and includes stocks, bonds, 
shares, etc. 

Special Settlement. — The Scrip or Ronds of 
a new loan, the Shares of a new Company, or a 
new issue of Ronds or Shares by an established 
undertaking, arc usually dealt with on the Stock 
Exchange for settlement on a special day appointed 
by the Stock Exchange Committee, and not on the 
ordinary “bi-monthly” settlements. 

Sterling Bonds. — When the principal and 
interest of Foreign Bonds (Debentures) arc payable 
in English currency, they are known as Sterling 
Bonds, as distinguished from loans payable in 
Foreign currency. 

Vendors’ Shares. — Shares issued as fully 
paid-up to the Vendor of a Company m payment 
or part-payment of the purchase price of an under- 
taking. 

V/arrant (E'^arer). — A document entitling the 
bearer to a certain number of shares, being the 
same as other certificates with the exception that 
they ...re transferable 1 / simple* delivery, Lr., without 
a Deed of Transfer. ^ 
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THE 

Financial Review 
of Reviews. 

THE LEADING MAGAZINE 
ON INVESTMENT. 


The articles are written by the highest authorities on 
Politics and Finance in every part of the World. 

Extracts from the World’s Financial Press dealing with 
matters of current interest are collected and set out 
with Editorial comments. 

Company Reports are critically analysed and New Issues 
summarised. 

The Statistical Tables enable the reader to obtain at 
a glance full information about Investment Securities. 

All Subscribers are entitled to the use of the FREE 
INFORMATION Service. 

Recent contributors include : 

The Duke of Marlborough, Viscount Hill, Sir Charles 
Macara, John Barrett, J. A. Hobson, W. R. Lawson, 
J. Davenport Whelpley, Percy F. Martin, B. Seebohm 
Rowntree. Professor Lawrence Dicksee, P. D. Leake, 
Arnold Wright, and T. Good. 

1/- net. 

ON SALE AT ALL BOOKSTALLS. 


Specimen Copy will he sent post free on application to 

The Publishers, 2, Waterloo "Place, London, S.W. 

See Post Carii inset for free copy. 



SOME OF THE BOOKS 


PUBUSHED BY THE 

Investment Registry, 

LIMITED. 


“ The First Principles of Investment.” 

By J. BEATTIE CROZIER, LL.D., author of 
“The Wheel of Wealth,*' etc. 

Price 3/6 net. 


“An Economic Interpretation of Invest- 
ment.” 

By J. A. HOBSON, M.A., author of "The 
Economics of Distribution," “ The Industrial 
System," etc. 

Price 3/6 net. 


“ The Simplex Investors’ Account Book.” 

By C. R. STILES, F.S.S. 

Indispensable to every investor who wishes to 
supervise properly his investments. 

Price 2/6 net. 


“The Investors’ Four -Shilling Year- 
Book.” 


This annual contains the history, salient par- 
ticulars, balance-sheet details movements, 

etc., re'* vestments. 




At- 









